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The “shake-out” which we have been experiencing 
REAL ESTATE ACTIVITY in real estate activity is continuing. The prelimi- 

nary index for December shows real estate activi- 
ty at 56.2 per cent above the long-term computed normal. This is a drop of 4.2 
points from the final November figure of 60.4. 


So far the decline in real estate activity is proceeding much more gently than 
the rise. During the latter part of 1945 and the first half of 1946, the activity in- 
dex rose in the following manner: September to October - 4.5 points; October to 
November - 10.9 points; November to December - 7.6 points; December to Janu- 
ary, 1946 - 16.1 points; January to February - 10.4 points; February to March- 
14.1 points; and from March to May - 1.9 points. In this eight-month period, the 
index rose a total of 65.5 points. In the seven-month period following the May 
1946 peak, the index has fallen only 29.9 points, 


As we have said before, this readjustment now in an orderly retreat is much 
better than a sudden and much more drastic collapse some time in the future. 


The standard six-room frame residence built in St. 
CONSTRUCTION COSTS Louis on January 20, 1947, cost $12,882. This is an 

increase of $735 over the December cost of $12,- 
147. Of this $735, $600 was caused by general raises in direct labor costs, which 
also resulted in additional increases for such items as compensation insurance, 
subcontractor’s and general contractor’s profit, and other items of less impor- 
tance, 


The first two months after price ceilings were removed saw an increase of 
$600 and $900 respectively in the cost of materials for the house, This, the 
third, month shows an increase of slightly over $100. 


Construction costs are now very Close to the top and after this spring should 
show a declining trend, 


Since July 1946 real estate mortgage activity has 
REALESTATE MORTGAGES been declining. For December, the index stood at 
11.1 per cent above the long-term computed normal. 
As would be expected, the mortgage activity index is following pretty much the 
same behavior pattern found in real estate activity, From December 1945 to the 
July 1946 peak, the mortgage activity index stepped up 37.4 points, Since the peak 
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ESTIMATED NUMBER OF NEW NONFARM DWELLING UNITS STARTED 
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MONTHLY FIGURES 
Jan. Feb, Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. 
1939 32,300 30,700 42,900 42900 53,300 45,900 44,200 51,200 42,400 42,900 45,100 41,200 
1940 25,700 36,900 46,000 62,900 57,000 44,100 57,600 55,800 58,400 66,200 44,900 47,000 
1941 41,200 43,700 60,200 75,200 70,700 77,200 74,600 69,800 67,000 56,200 46,600 32,800 
1942 34,500 51,300 52,700 59,700 60,600 46,306 26,700 27,500 40,400 32,200 30,400 34,300 
1943 45,000 40,100 33,000 26,700 33,600 21,800 24,200 27,600 24,300 28,100 26,100 19,500 
1944 17,300 13,500 18,100 14,300 16,500 17,500 14,500 12,800 11,300 10,800 11,600 10,800 
1945 7,600 8,400 12,300 18,300 16,900 20,300 20,100 17,100 17,900 25,500 30,600 30,300 
1946 41,200 49,400 68,100 79,400 84,100 80,100 80,700 80,600 65,900 58,000 53,500 
CUMULATIVE FIGURES 
Jan, Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. 
1939 32,300 63,000 105,900 148,800 202,100 248,000 292,200 343,400 385,800 428,700 473,800 515,000 
1940 25,700 62,600 108,600 171,500 228,500 272,600 330,200 386,000 444,400 510,600 555,500 602,500 
1941 41,200 84,900 145,100 220,300 291,000 368,200 442,800 512,600 579,600 635,800 682,400 715,200 
1942 34,500 85,800 138,500 198,200 258,800 305,100 331,800 359,300 399,700 431,900 462,300 496,600 
1943 45,000 85,100 118,100 144,800 178,400 200,200 224,400 252,000 276,300 304,400 330,500 350,000 
1944 17,300 30,800 48,900 63,200 79,700 97,200 111,700 124,500 135,800 146,600 158,200 169,000 
1945 7,600 16,000 28,300 46,600 63,500 83,800 103,900 121,000 138,900 164,400 195,000 225,300 
1946 41,200 90,600 158,700 238,100 322,200 402,300 483,000 563,600 629,500 687,500 741,000 
12-MONTH MOVING TOTALS 
Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec, 
1939 515,000 
1940 508,400 514,600 517,700 537,700 541,400 539,600 553,000 557,600 573,600 596,900 596,700 602,500 
1941 618,000 624,800 639,000 651,300 665,000 698,100 715,100 729,100 737,700 727,700 729,400 715,200 
1942 708,500 716,100 708,600 693,100 683,000 652,100 604,200 561,900 535,300 511,300 495,100 496,600 
1943 507,100 495,900 476,200 443,200 416,200 391,700 389,200 389,300 373,200 369,100 364,800 350,000 
1944 322,300 295,700 288,000 268,400 251,300 247,000 237,300 222,500 209,500 192,200 177,700 169,000 
1945 159,300 154,200 148,400 152,400 152,800 155,600 161,200 165,500 172,100 186,800 205,800 225,300 
1946 258,900 299,900 355,700 416,800 484,000 543,800 604,400 667,900 715,900 748,400 771,300 
Ll 80 
ESTIMATED NUMBER OF NEW NONFARM DWELLING UNITS COMPLETED 
NEW PERMANENT UNITS TEMPORARY RE-USE, CON- 
VERSIONS AND TRAILERS 
Monthly Cumulative Monthly Cumulative 
Factory- Factory- 
1946 Conventional Built Total | Conventional Built Total 
Jan, 17,500 1,200 18,700 17,500 1,200 18,700 7,200 7,200 
Feb, 18,700 1,600 20,300 36,200 2,800 39,000 8,900 16,100 
Mar. 20,400 2,200 22,600 56,600 5,000 61,600 9,800 25,900 
Apr. 23,800 2,600 26,400 80,400 7,600 88,000 10,900 36,800 
May 27,200 3,100 30,300 107,600 10,700 118,300 11,600 48,400 
June 31,500 3,400 34,900 139,100 14,100 153,200 13,800 62,200 
July 36,900 4,100 41,000 176,000 18,200 194,200 16,700 78,900 
Aug. 38,300 3,900 42,200 214,300 22,100 236,400 20,000 98,900 
Sept. 46,000 3,800 49,800 260,300 25,900 286,200 31,900 130,800 
Oct, 49,600 4,900 54,500 | 309,900 30,800 340,700 31,000 161,800 
Nov. 51,400 3.700 55,100 | 361,300 34,500 395,800 26,700 188,500 
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of 26.8 in July 1946, it has bumped gently down to11.1 or a total fall of 15.7 points. 
A few more small drops are in prospect before the volume of mortgage lending 
increases enough to start it upward once again, 


Mortgage lending results primarily from two sources - one, from the financ- 
ing of new construction; and two, from the refinancing of existing properties, gen- 
erally after a sale. Apparently the increase in new construction is not sufficient- 
ly great to offset the drop in the refinancing of existing buildings, as the hectic 
market of the middle of last year has gradually subsided. 


The foreclosure rate is still pleasantly sluggish. 
FORECLOSURES During December it ground along at the speed of 3.3 

per 100,000 families. While this is an increase over 
the November rate of 3.0 foreclosures per 100,000 families, it is still a slow 
snail’s pace compared to 1933 when foreclosures reached a top of 84.6. 


It is quite doubtful whether this rate will increase by any sizable percentage 
in 1947, but by 1948 it seems that a distinct upward trend in foreclosures should 
be perceptible. 


The greatest disappointment in the results of 1946 
RESIDENTIAL construction volume from the standpoint of govern- 
CONSTRUC TION ment planners was the lack of accomplishment of 

the prefabricated housing manufacturers. The house- 
hungry public, accustomed to the tremendous production records of our war indus- 
tries, was quite willing to accept Wilson Wyatt’s optimistic forecast for 1946 of 
250,000 permanent prefabricated units, Less than 40,000 permanent prefabri- 
cated homes were produced during the year. 


In the temporary housing field, where the production problems were less in- 
volved and where much used material was made available, the record was better. 
Considerably more than half of the 250,000 temporaries Mr. Wyatt forecast were 
- built. 


One of the principal difficulties with the government program as announced a 
year ago was a complete disregard for the existing producing capacity for build- 
ing materials. Mr. Wyatt and his associates were told time and time again by the 
producers of building materials that it would be totally impossible to reach the 
goals he had set. He preferred, however, to take the advice of a number of the 
government theorists. 


During 1947 the number of prefabricated units produced will show some in- 
crease over the production in 1946, although it is rather significant that recent 
months have not shown that the rate has been greatly stepped up. Increased con- 
struction costs on conventional building will give the prefabricators a greater ad- 
vantage than they have had, and this, too, will contribute to some additional pro- 
duction, The goal set by Wilson Wyatt last year, however, for 1947 of 600,000 
prefabricated units is ridiculous, with no possibility of achievement. 


On January 25, Major General Fleming of the Office 
RESIDENTIAL RENTS of Temporary Controls issued orders for “moder- 


ate” rent raises in cases where landlords were suf- 
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fering economic “hardship,” At first glance, this would appear to be good news 
for the landlords. There are, however, two troublesome ambiguities tied to the 
underside of this order, One is the ponderous inactivity of government bureaus; 
the other is the difficulty in defining “moderate” and “hardship.” These difficul- 
ties give the rent bureaus and their pressure groups ample leeway for haggling 
and maneuvering over technicalities as to just how much net income may shrink 
before it reaches “hardship” status, After this point has been decided, more room 
for discussion and delay is afforded by the problem of arriving at what consti- 


tutes a “moderate” increase. The most recent goings-on in Washington illus- 
trate our point. 


On January 29, the Office of Temporary Controls amplified their original order 
by preparing one for a blanket 10 per cent rent boost. President Truman, with 
Philip Murray applauding from the background, passed the buck to Congress with 
the statement, “There will be no across-the-board increase at this time.” 


On January 30 Senator Tobey opened his rent investigation committee meeting 
with the comment that it “rests squarely upon the landlord” to prove any need for 
higher rent ceilings. 


In the light of these difficulties, it seems that the only widespread relief for 
landlords will come from legislative action and not from loosely worded orders 
from government bureaus, 


It is our opinion that there is a very strong probability that Congress will fi- 
nally come through with at least a 10 per cent increase across the board on resi- 
dential units. 


While general business is still proceeding on a high 
BUSINESS ACTIVITY level, there are many indications appearing here 

and there which cause concern, It seems to us that 
the price drops in many luxury items are merely the beginning and that before the 
year is over most commodities will be selling for less than their present prices. 
In the consumer goods lines, before the year is over many manufacturers will 
find the market flooded, with the necessity of curtailing production. We are not 
expecting a major depression to develop during 1947, but we do think that before 
the end of the year a recession will be under way which will carry over into 1948. 


In view of our expectations for a recession in busi- 
STOCK MARKET ness, we think it is quite probable that the market 

may end the year below its present level. It is the 
consensus of opinion, however, of most market forecasters at the present time 
that the stock market under these particular conditions is unpredictable. It 
seems to us that while there is some possibility that it may go higher, the chances 
are greater that a drop may be experienced. We still think that it is better to 
watch the market from the sidelines, 
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